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IN OUR OPINION 


The long-term growth of commercial aviation looks very bright. Over the 
next five years the total of free world revenue passenger miles logged is ex- 
pected to increase by better than 12% per year--and even greater growth is in- 
dicated for free world cargo revenue ton miles. 


As the leading supplier of airplanes to the commercial airlines, Boeing 
offers a good opportunity to participate in the growth of commercial aviation. 
Prospects are particularly promising for the company's new short-to-medium 
range 737 and jumbo 747 programs. At present, we estimate earnings of about 
$4.20 in 1967, $5.50 in 1968, slightly lower earnings in 1969--and much higher 
earnings in the early 1970s. For investors willing to accept the risks ofa 
highly volatile stock, Boeing common represents good value for capital appre- 
ciation over the next few years. 


EARNINGS PROSPECTS 


In 1967 Boeing should earn about $4.20 per share compared with last year's 
reported $4.13. Sales in 1967 should be about $2. 8-billion, up about 19% from 
the 1966 figure. Profit margins have been under pressure due to much higher 
depreciation on plant as well as higher research and development costs on the 
short-to-medium range 737 and the long-range jumbo 747 programs. 


In 1968, we look for earnings in the area of $5.50 on sales of $3. 2-billion 
or more. (Backlog was $5. 8-billion as of September 30, 1967 versus $5. 3- 
billion last December 31.) Our 1968 figures are based on the following projec- 
tions; 
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1. Military sales of $1.0-billion-plus, or slightly below 1967 levels of 
about $1. 1-billion. 


2. Deliveries of 105-110 model 707s, 160-165 model 727s and 120 model 
737s. 


3. Gontinuing better profit marcins on the (0 (syande? Z2jice 
4. An increase of $20-million in depreciation--to the $95-million level. 


5. Research and development expenses at about the same levels as 1967; 
our estimate is $170-million. 


Deliveries of the highly profitable 707 ands/(Z2isaincrattiane.expectedmompea 
in 1967 and 1968, respectively. Boeing's earnings growth after 1968 will depend 
largely on building up the profit margins and sales volumes of the new 737 and 747 
programs--but this may not happen fast enough to offset declining 707 and 727 
revenues in 1969. Thus, the company's 1969 earnings could be off slightly--al- 
though it is too early to:\make accurate: estimates of /,0/ and\/2isccliveriteomm 


1969. 


Our tentative estimates for 1969 deliveries are: 60 model 707s, 150 model 
727s, 150 model 737s and 12 model 747s. Thereafter, the increasing profit- 
ability of the 737 and 747 programs should assure good earnings growth. Boeing 
recently announced that prices would be raised slightly on its model 727-200s 
and model 707s and 720s. It appears that these price increases will affect air- 
craft ordered after January 1, 1968 for delivery in 1969 and 1970. 


737 PROGRAM 


Boeing has announced orders for some 188 short-to-medium range 737s 
costing $3-to-4 million apiece (excluding spare parts). The first of these are 
expected to be delivered to Lufthansa by the end of this year; and production 
could build up to as high a rate as 14 a month over the years. Furthermore, 
profitability should increase substantially as the program travels along the 
learning curve...and tooling expenses are written off against early deliveries. 


747 PROGRAM 


Boeing also has announced orders for 137 jumbo 747s, costing $18. 5-to- 
20 million each--for a total of over $2. 5-billion. 


This huge jet will be capable of carrying a maximum of 490 passengers 
(compared with about 190 at maximum in the present 707). The all-cargo ver- 
sion is designed for automated straight-in nose loading of up to 100 tons of 
freight, which can be packaged in containers suitable for truck and rail move- 
ment. The 747 will have a cruising speed of 625 miles’ an hour, cruising alti- 
tudes up to 45, 000 feet and operation ranges up to 6,000 miles. Direct seat- 
mile operating costs are expected to range down to 30% lower than today's costs, 
depending upon seating configuration. 


Plans call for 747 deliveries to begin in 1969 with 10-to-15 jumbos. And 
production could build up to as many as 8 1/2 per month in the future. Annual- 
ized, that production rate would mean close to $2-billion in sales per year-- 
from the 747 alone--a tremendous figure when compared to Boeing's total com- 
mercial sales of about $1. 7-billion this year. 


Research and development expense may approach $500- million for the 747 
program, and about half of this amount will be expensed in the period prior to 
initial deliveries. As tooling expenses are written off on early deliveries and 
the program travels along the learning curve, profit margins should widen sub- 
stantially. 


Pie 


Last December, Boeing was the winner of the SST (supersonic transport) 
design competition. This commercial plane is expected to carry about 270 pas- 
sengers at speeds of 1, 800 mph--or three times as fast as a Boeing 707-32Z1B. 
Flight time for the SST from New York to London is estimated at 2 hours and 41 
minutes, compared with 6 hours and 30 minutes for a 707-321B. 


With the price of an SST about $40-million and delivery positions already 
reserved for some 129 aircraft, SST sales are expected to run into billions of 
dollars. Heavy research and development costs will be largely financed by the 
government and spread over a large number of years. Since initial deliveries 
won't be made until 1975 or later, profits obviously are many years away. 


GOVERNMENT BUSINESS 


Government business in 1967 is estimated at about $1.1-billion or the same 
as 1966--and 1968 sales seem likely to be in this same area or slightly less. 
Production of the Minuteman missile, Vertol helicopter, Saturn rocket and B-52 
are allexpectedto be at lower levels next year. However, the new Short Range 
Attack Missile (SRAM) business should go ahead. Profit margins are expected 
to be maintained. Government sales in 1969 again could be in excess of $1-billion. 


If the war in Vietnam were to end, the net effect on Boeing probably would 
be small. Vertol helicopter sales have been stimulated by the war, but the 
profit contribution from these additional sales is small in the total Boeing pic- 


pinmer 


FINANCES 


Capital expenditures in 1967 are estimated at $205-million, versus $295- 
million in 1966 and $68- million in 1965. For next year, expenditures of about 
$125-million are indicated. 


During 1966 Boeing undertook a huge financing program which included: 
1) the sale of 2. 2-million shares of capital stock for $1l2-million; 2) sale of 


$130-million of convertible debentures; 3) commitments from a group of institu- 
tional lenders for the purchase of $175-million of senior unsecured notes; and 
4) establishment of a revolving credit agreement with commercial banks and 


open lines of credit aggregating $401- million. 


This 1966 financing program 


should be adequate to accomplish currently planned programs, including the 
prototype phase of the supersonic transport program. 
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CAPITALIZATION (12/31/66) 


Long Term Debt (including $130- million 
in convertible subordinated debentures)...$467- million 
Stockholders' Investment (19. 5-million 


Note: Boeing called for redemption on August 9, 1967, 
all of the $130-million 5 1/2% convertible debentures 
outstanding. Common shares outstanding presently 
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are about 21. 5-million. 


Price 


Range 


91-44 
70- 30 
36-18 
20-15 
28-18 
29-18 
20-12 


$564- million 


Robert A. Sullivan,c.r.a. 


Roland B. Marsh 
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This bulletin is based on company reports, standard reference manuals and conversations with officials of 
the company. It is not intended to be a complete description of the company referred to or its securities 
and we do not guarantee its accuracy. The partners and/or the firm of Paine, Webber, Jackson & Curtis 
may in the normal course of business have a position in the securities mentioned above and may sell or 
buy them to or from customers. Any opinions or recommendations expressed are based upon information 
available to us and upon our general experience and judgment of securities. 


